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BEFORE THE
| LLI NO S COMMERCE COMM SSI ON

PUBLI C UTI LITY REGULAR OPEN
MEETI NG

Chi cago, Illinois
Tuesday, March 16, 2010
Met, pursuant to notice, at 10:30 a.m in
the Video Conference Hearing Room, Eighth Floor,

160 North LaSalle Street, Chicago, Illinois.

PRESENT:
MANUEL FLORES, Acting Chairman
LULA M. FORD, Comm ssi oner
ERIN M. O CONNELL-DI AZ, Comm ssi oner

SHERMAN J. ELLI OTT, Comm ssioner
via videoconference

JOHN T. COLGAN, Acting Comm ssioner
via videoconference

SULLI VAN REPORTI NG COMPANY, by
Alisa A. Sawka, CSR
Li cense No. 084-004588
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CHAI RMAN FLORES: Pursuant to the provisions of

the Illinois Open Meetings Act, | now convene a
regularly schedul ed open meeting of the Illinois
Commer ce Comm ssi on.

Wth me in Chicago are Comm ssioners
Ford and O Connell -Diaz. Wth me in Springfield via
vi deoconference are Comm ssioner Elliott and Acting
Comm ssi oner Col gan. | am Acting Chairman Fl ores.
We have a quorum this morning.

Before noving into the agenda,
pursuant to Section 1700.10 of the Illinois
Adm ni strative Code, this is the time that we allow
for menbers of the public to address the Conm ssion.
Members of the public wishing to address the
Comm ssion must notify the Chief Clerk's Office at
| east 24 hours prior to the bench session.

Pl ease be advised that while the
Comm ssion values the public's participation in the
public coment period, according to ex parte |laws and
ot her procedural rules, we are unable to respond.
However, if members of the public have any questions

or would like to further -- to make further
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inquiries, please contact our Consumer Services
Di vi si on.
According to the Chief Clerk's Office,
we have five requests to speak this nmorning.
Speakers are permtted 3 mnutes to address the
Comm ssi on.
First we have Trustee Niem ec.
M ss Niem ec.
MS. LAURAL WARD: Ms. Niem ec was unable to
att end. She had a famly emergency.
CHAlI RMAN FLORES: | hope everything is okay.
Very good. Thank you.
Next we have Trustee Laural Ward.
MS. LAURAL WARD: Thank you. Good mor ni ng.
CHAI RMAN FLORES: Good nmor ni ng.
MS. LAURAL WARD: My name is Laural Ward. And
' m here not as a trustee but as a concerned resident
of the Village of Homer Gl en. |'' m concerned because
our community cannot prosper wi thout access to
essential services at fair and reasonable rates. ' m
concerned about Docket No. 09-0319 because we need

wat er and sewer to survive, |let alone to thrive.
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|'d i ke to share a short parable to
express my thoughts about this Illinois American rate
i ncrease. Pl ease consider the followi ng: A
gentleman in our community wants to install a paver
brick driveway. He calls a paver supply conmpany and
says, | need four pallets of pavers. The supply rep
expl ains that she would prepare a quote, but just so
you know, there will be a charge for delivery and
four pallets of paver requires a 20-foot truck.

Homer needs those pavers delivered to
home his home so | says, | understand, please send ne
t he quote. But when he gets the quote he is shocked
and i medi ately calls the supply conpany to inform
them t hey' ve made a m st ake. | ' ve asked you for four
pall ets of pavers and you've quoted ne five. That's
right, said the rep. You see, we | ost pavers al ong
the way, so sometinmes the load is not properly
strapped down and pavers fall off the truck.
Sometimes the driver stops for lunch and since the
truck is not secure, people m ght steal some of the
pavers. And there are houses in construction in your

area and they may need pavers for their project and
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they may take some of them too. So we have to
charge for five |oads of -- pallets of pavers or we
will | ose noney.

Homer is stunned, but he also wants to
know why he's being charged for two 45-foot trucks
when he was told he only needed one 20-foot truck.
Oh, said the rep, trust us. lt's better that way.

We can make nore deliveries. If we can get other
customers that need pavers, we can deliver your order
t hen conti nue on down the road and deliver theirs,

t 0o. It's more efficient that way and saves noney.

But why are you sending two trucks,
asks Homer? Oh, no, said the rep, you m sunderstand.
We're not sending two trucks, we're just charging you
for two. We need to expand our operations in the
future and we need to buy another truck.

| don't get it, cries Homer. \hy
should | pay for your |ost pavers and your expansion
pl ans? Shouldn't that be paid for by the investors
in your conmpany and repaid by your future custoners?
The rep simply responds, Why should we do that when

we can charge you?
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So what does Honmer

do? He does what

any intelligent consumer does. And he says, No thank

you, and he calls another

residents don't have that option.

supplier. But Homer Gl en

We don't have

anot her water supply conmpany, neither do our schools

and our other taxing districts, our businesses, our

senior citizens, our community organization, our

charities.

| CC.

The only place we can |look is to you, the

Don't give Illinois America nmore noney

with the promse that they' Il improve things.

Pl ease, make them i nprove things first. Make them

accountable for their business practices, their

busi ness deci sions and their own

i nvest ment s.

Approving this request is |like giving them a bl ank

check and sayi ng, Do what you want.

These are chal l enging economc tinmes.

Tell 1Tllinois American the State of Illinois is now

scrutinizing financi al

matters and demandi ng

accountability. Tell them the State of Illinois wl

be vigilantly protecting

return our

state to a position of

rat epayers and hel pi ng

econom c strength.
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So | ask you, what would you do with
the quote |like the one Homer received? Thank you for
your time.

CHAI RMAN FLORES: Thank you, Trustee Ward.

Next we have Avis G bons.

MS. AVI S Gl BONS: Good morning. Avis G bons,
resi dent of Mount Prospect. | actually want to
address three dockets before the I1CC. Thank you for
your opportunity and attention.

The first is 09-0151, approval of
reconciliation to purchase water and purchase sewer
char ges. I11inois-American Water hasn't offered an
expl anation and justification for increasing the
maxi mum tariffed, unaccounted for water percentages
by 1.25 percent. | ask that you please limt the
recovery of these costs to the percentages contained
in Illinois-American Water's tariffs.

The second docket, 09-0251 on the
agenda today, proposed inplementation of the QP
surcharge rider. The Comm ssion has enphasi zed the
technicalities in this case and rem nded us that a

rider is not a rate filing. Wth all due respect,
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this is an artificial distinction as far as customers
are concerned. Any vehicle that increases our costs

is a rate increase, whatever term nology is used to

describe it. Furt hernore, the fact that |law or rule
provides for filing of a surcharge rider does not
relieve the filing entity to need to provide

justification, whether an additional charge is billed
in April of 2010 or January of 2011 is irrelevant if
t hat surcharge is not justified.

The third docket, Case 09-0139, the
proposed general increase in water and sewer rates.
Il 1inois-American Water's indicated it is unable to
| ower its costs and nmust charge nore than water
utilities operated by nunicipalities. One
Il 1inois-American Water witness testified the
conparison of Illinois-American water rates to
muni ci pal water rates is, quote, nmeaningless,
unquot e. It is not meaningless to a customer who
suffers financial hardship as a result of
Il 1inois-American water costs or who | oses a home
sale after the perspective buyer reviews the water

utility costs or who receives water of |esser quality

8
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despite a common source, Lake M chi gan.

Conpared to the Village of Mount
Prospect Water Quality Report the Illinois-American
Water Quality Report indicated detection |evels that
were 23 percent higher for combined radium,
22 percent higher for nitrates or nitrites, and
24 percent higher for sodium and positive for
pat hogeni ¢ bacteria of fecal origin, which was
negative in the village report.

As for its inability to | ower costs,
Il 1inois-American Water has not indicated that it has
attenpted to negotiate prices with water suppliers or
ot her vendors, made meani ngful reductions in
personnel or taken simlar steps that other
organi zations have taken to control costs in this
economc climate. MWhy should it if the ICC just
rubber stanps requests to increase rates?

The proposed | CC order of
February 22nd, 2010, would grant Il1linois-American
water a 28 -- a 28 percent increase.
I11inois-American Water customers in Mount Prospect

al ready pay twice the costs paid for water and sewer
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service by their neighbors receiving water fromthe
muni ci pal system in Mount Prospect. We are
struggling with unenpl oyment or underenpl oyment,
i ncreasing property taxes and healthcare prem uns,
and decreasing savings and home values. A 28 percent
i ncrease of any type could break househol d budgets
and it is absolutely unconscionable in the m dst of
this deep recession.

We ask that the Illinois Conmmerce
Comm ssion fulfill its responsibility to assure
reasonabl e and affordable rates. Pl ease put people
before profits. | ssue orders denying approval of
Il'1inois-American's annual reconciliation surcharges,
proposed i mpl ementation of the Q P surcharge rider
and proposed general increase in Illinois-Anmerican
Water's water and sewer rates. Thank you.

CHAI RMAN FLORES: Thank you so much.
Next we have Robert Boros. M . Bor os.
MR. ROBERT BOROS: My name's Robert Boros. I

live at 1808 Azal ea Lane in Mount Prospect. Been
a -- been there for the |ast 23 years.

Last fall at the public hearing in

10
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Springfield American Water declined to question al
in -- those in positions to propose water rate
increase. And they stated that we, the citizens,
were irrelevant because we were not famliar with
procedures required for ask -- for a rate increase.

Here's what | do understand: We, the
consumers, are the spring from which the noney fl ows.
We are being squeezed by the lack of increases in
sal ari es, unempl oyment, severe drops in the value of
t he homes and our investnments since 2000. MWhile our
income and nest egg shrink, costs are raising double
digits for basic services.

Profit requests for AW are far beyond
i ncreases for cost of |iving. | AW i ncreased at a
cost of water in my community has risen by 30 percent
since 2002 and now they want another 28 to
30 percent.

What does | AW actually do? The water
we receive is made drinkable not by AW but is
indirectly supplied by the City of Wl mette. They
sell it to Gl enview who acts as a whol esaler selling

it to AW G enview charges $11. 90 basic fee plus

11
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anot her $2.23 per thousand gallon charge. | AW t hen
charges us additional basic fee of 9.75 and a $3.71
per thousand doll ar charge. Note, this is 61 percent
hi gher than what G enview charges us for the sane

wat er .

| AW char ges, again, $17.75 -- 55 cents
for wastewater collection. Agai n, they do not treat
the wastewater. They only pass it on to water rec.
Water rec costs for treatment is on our tax bill.
And this has actually dropped from an average of $16
to $14 on ny last tax bill. The only function is
delivery and removal of water, yet there costs are
hi gher than those who refine the water or renove the
pollutants from our water.

In my March 2010 water bill, closely
reflects the costs reflected in the Daily Herald
article of March 17th, which indicated that the
charges to the average household is approximtely
doubl e, sonetimes four times greater than all the
surroundi ng communities. The rates structure for
waters is also strangely different from other

utilities and that's something from the | CC.

12
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71 percent of my water bill is not based on

usage, but it is based on fees. If one includes the
water rec -- a cost that can increase to 94 percent
of my bill. There's no hope of me conserving to a

| ower bill. What can | do? M rate is 94 percent in
f ees. In contrast, my electric bill is based mainly

on usage and only 15 percent of the total being fees.
My natural gas bill is simlar to the electric bill.
Commodity costs in kilowatts or therms, reflected in
my natural gas and electric, are defined to two or

three decimal points. Water usage rates increase in
guantum | eaps of thousand-gallon units. If I use no
water, |'m charged the same if | use 1,000 gallons.

If I use 1,001, my rate goes to the 2,000-gallon

[imt. On gas and electric | can control nmy anmount
of the bill by conserving. | cannot do that wth
wat er .

In closing, we are the public being
squeezed as | seen in a public hearing in Mount
Prospect from many, beyond the breaking point.

Muni ci palities -- or the people state that if they
knew the water costs in our community were that high,

13
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t hey woul d have chosen somewhere else to live. And
t hat has caught the eye of our nmunicipality.
| CC is the protecter of the consuner.
| know compani es must make a profit, but 60 percent
increase in these times seens a bit excessive. These
types of increase will destroy the source of all of
revenue if you don't make reasonabl e decisions. You
will need to step up and deny or at |east drastically
reduce the proposed rate increase.
Thank you for allowing me to voice ny
opi nion at this hearing.
CHAI RMAN FLORES: Thank you, M. Boros.
Next we have Karen Behr.
MS. KAREN BEHR: Behr .
CHAI RMAN FLORES: Sorry, M ss Behr. Good
mor ni ng.
MS. KAREN BEHR: " m also a resident of Mount

Prospect, and | thank you for your time and

attention.

The proposed | CC order of
February 22nd, 2010, would grant Illinois-America
Water a 28 percent increase. VWhere will this

14
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additi onal revenue go? According to the March 1st,
2010 Fourth Quarter 2009 Report of American Water,
Il1inois-American Water's parent conpany, the
| ong-term objectives includes sustaining a dividend
payout ratio in the 50 to 70 percent range of net
i nconme. The report indicates that for 2009 operating
revenues were up 4.4 percent and earnings per share
i ncreased over 13 percent despite wet weather and a
poor econony. Vhile the Dow Jones and S&P 500 were
down 34 percent, American-Water was up 3 1/2 percent.
And how did they do this? By filing
rate cases. The report explicitly refers to rate
cases as a nmeans of, quote, executing our strategy,
unquote. The report states, Increases were primrily
a result of recognition of prudent investnments
t hrough rate awards. It doesn't sound |ike those
rate awards were used to support infrastructure
i mprovenents.
| ndeed, while the report references
American Water's commtment to the investor, there's
no mention of commtnment to the custoner. The report
i ndicated that net cash provided by operating

15
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activities increased 8 percent and 2009 cash fl ow
from operating activity increased by nore than

15 percent. Meanwhi |l e, the operating expenses
actually decreased by 10 percent. So busi ness grew
and dividends paid to sharehol ders increased by 5
percent . Yet AW cries poor and the I CC |istens.

It appears that the I CC has becone a
rubber stamp for Illinois-American Water approving
tariffs and other charges wi thout requiring adequate
justification and with conplete disregard for the
concerns and hardshi ps of the people of the State of
Il linois who've appeared in great numbers in public
forums and otherw se voiced their concerns to the
| CC.

Last week it was reported that
Il1inois unemployment is now in excess of 11 percent.
Soci al Security beneficiaries will receive no cost of
living increase this year. Those on fixed incones
who are |ucky enough to have sonme savings earn a rate
of returns less than 1 percent that FDIC insured
institution, yet the ICC has issued a proposed order
t hat would guarantee |IAWa rate of return of nearly

16
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11 percent. Why such a hefty return when | AWt akes
no risk? The consuners carry all the risk because

| AW has a conplete nmonopoly in the areas where it
controls water delivery. Yet the I CC orders | AW
customers to absorb a 28 percent increase in the cost
of this basic necessity, water.

We ask the Illinois Comrerce
Comm ssion to fulfill its responsibility to ensure
reasonabl e and affordable rates. To grant a rate
hi ke now woul d ignore the hardships faced by Illinois
residents and would be a failure of the ICC to act
responsi bly. Pl ease put people before profits.
| ssue orders denying the approval for | AW s annual
reconciliation surcharges, proposed inplementation of
| AWs Q P and proposed general increase in | AW s
wat er and sewer rates. Thank you.

CHAI RMAN FLORES: Thank you, M ss Behr.

Those are all the speakers that we
have scheduled for this norning. Thank you so much
for your participation and com ng before the ICC this
mor ni ng.

Turning now to our schedul ed agenda,

17
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our first itemis approval of m nutes fromthe
February 22nd, 2010 special open neeting. I
understand that there are no amendnents.
Is there a notion to approve the
m nut es?
COWM SSI ONER O CONNELL-DI AZ: So noved.
CHAI RMAN FLORES: s there a second?
COVM SSI ONER FORD: It's been moved and
seconded.
All in favor say "aye."
(Chorus of ayes.)
CHAI RMAN FLORES: Any opposed?
(No response.)
CHAI RMAN FLORES: The vote is 5-0. The m nutes
are approved.
ltem No. 2 is Docket 07-0568, Central
Il 1inois Company d/b/a American -- excuse nme --
Amer enCl LCO seeks entry of an order approving
reconciliation of revenues coll ected under gas
adj ustment charges with actual costs prudently
i ncurred. Staff recommends entering the Order

approving reconciliation.

18
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Is there a notion to enter the Order
approving reconciliation?
COMM SSI ONER FORD: So moved.
CHAl RMAN FLORES: [|Is there a second?
COMM SSI ONER O CONNELL- DI AZ: Second.
CHAl RMAN FLORES: [It's been noved and seconded.
Al'l in favor say "aye."
(Chorus of ayes.)
CHAI RMAN FLORES: Any opposed?
(No response.)
CHAlI RMAN FLORES: The vote is 5-0. The Order
is entered.
We will use this 5-0 vote for the
remai nder of the agenda unl ess otherw se not ed.
ltem No. 3 is Docket 07-0569, Central
II'l1inois Public Service Company d/b/a AmerenClPS,
seeks entry of an order approving reconciliation of
revenues coll ected under gas adjustment charges with
actual costs prudently incurred. Staff recomends
entering the Order approving reconciliation.
|ls there any discussion?

(No response.)

19
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CHAI RMAN FLORES: Any objections?
(No response.)
CHAI RMAN FLORES: Heari ng none, the Order is
entered.
ltems 4 and 5 will be held.
ltem No. 6 is Docket 10-0172, North
Shore Gas Conpany has requested special perm ssion in
order to retain the availability of the residential
rebate progranms under Rider EEP, Enhanced Efficiency
Program by revising its Rider EEP on |less than the
required notice. Staff recomends the Comm ssion
all ow the Company's proposal by granting the
Conpany's request for special perm ssion.
Ils there any discussion?
(No response.)
CHAI RMAN FLORES: Any objections?
(No response.)
CHAI RMAN FLORES: Heari ng none, the request for
speci al perm ssion is granted.
ltem 7 is Docket 09-0251,
Il 1inois-American Water conpany filed a petition

seeking entry of an order approving Qualifying

20
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I nfrastructure Plan, otherwi se known as QI P Surcharge
Ri ders.
The Q P Surcharge Rider would allow
t he Conpany to recover from customers subject to an
annual reconciliation process the costs associ ated
with qualifying the projects. The Comm ssion held
oral argument on this docket on February 23rd, 2010.
Is there any discussion on this
matter?
COWM SSI ONER COL GAN: M . Chairman.
CHAI RMAN FLORES: Yes, Comm ssi oner Col gan.
COWM SSI ONER COL GAN: | am going to support
this request because | believe the request has met
t he basic | egal standard.
However, this case is troubling to me.
The fact that the rider will only be in effect for
one nonth seens to be an insignificant basis to have
put this Comm ssion and the various parties through a
one-year debate on this issue. And also the Company
currently has a rate case pending before the
Comm ssion and that rate case gives us the sanme

future test year as the QP request. And this

21
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creates questionable and confusing problenms in ny
m nd.

In my opinion, this opens the door for
great confusion on the part of the customers of the
Conmpany. And in combination with the argunment that
this QP would only be in effect for a one-nmonth
period, granting the QP is questionably not in the
public interest. And as a result, even though I'm
going to vote because | think it's nmet the | egal
standard, | would like to request that the Conmpany
not i nmplement this Q P.

COMM SSI ONER ELLI OTT: M. Chairman?

CHAI RMAN FLORES: Yes, Comm ssioner.

COMM SSI ONER ELLI OTT: | would echo
Comm ssi oner Col gan's concerns. | think that the
back-to-back nature of these cases has created this
one-nonth application of this Q P, which I think
really sends the wrong signals to customers and can
add to confusion rather than clarify things.

It would be nmy recommendation to the
Company that they voluntarily table the application

of this until 2011. But |, too, will support the

22
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order that stands, but would strongly recommend that
t he Conpany consi der that that request --

CHAI RMAN FLORES: And you're referring to the
Q P; correct?

COMM SSI ONER ELLI OTT: Yes.

CHAI RMAN FLORES: -- inplenmentation, so the
record is clear.

Any further discussion?

COMM SSI ONER O CONNELL- DI AZ: | would echo the
concerns that were expressed by Comm ssioner Col gan.
| think the Comm ssion is in a tough position because
the | egal sufficiency has been met here, as pointed
out by Comm ssi oner Col gan. From t he standpoi nt of
future matters that this Conpany will have before the
Comm ssion, | think they hopefully have someone
listening to this discussion and understand the
comments that are being made by the Conm ssioners to
getting us into this situation. And | would think
t hat would be constructive for themto react to the
coments that we've made here today.

So, again, we do have a statute here
t hat provides for this. So the Comm ssion, |

23
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think we've -- are judges have -- not rubber-stanped
this, but we nust abide by what the |egislative
mandate is with regard to this issue and that's Kkind
of where we are. So... So, | do -- | share the
concerns cited by Comm ssioner Col gan and

Comm ssioner Elliott.

COWM SSI ONER FORD: | certainly concur with al
of this. But, once again, it's something
Comm ssi oner O Connell-Diaz said, this was given to
us by our legisl- -- by our state |egislature, and we

are sinmply follow ng the | aw.

CHAI RMAN FLORES: | would also Iike to
reiterate that there was an -- Staff analyzed this
matter not only relying on the statute -- which |

m ght add, also explicitly provides for this type of
rider with the Q P, unlike other riders -- but that
in addition to the | egislative analysis, that there
was also a reference to the rules that had been set
forth by this Comm ssion in analyzing such QP
requests and that there was an exhaustive anal ysis.
That being said, in oral argument it

was very apparent by the questions and the queries
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made by the Comm ssioners, and obviously as a stated
here today, that there is a deep concern by this
Comm ssion with regards to the potential for
confusion -- custonmer confusion, and also in that
vein, ensuring that customers understand and -- what
they are being charged for and that they have that

ri ght and that that right should be preserved and
protect ed.

| also stand with the other
Comm ssioners in making their recommendati on that the
Conpany table its application until 2011 given that
there is also a pending rate case in which, as
Comm ssi oner Col gan has already indicated, we're
using the same test year.

So to the extent that this Comm ssion
is bound by the rules that -- and the laws that it
must adhere to, it is exercising its rightful
di scretion in making this recommendati on, strong
recommendation to the Conmpany that it address the
public policy concern that we share and that we are
strongly expressing today, and recomend that

i mpl ement ati on be del ayed until 2011.

25
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|s there any further discussion on

this matter?
(No response.)

CHAlI RMAN FLORES: That being said, | believe
t hat everyone is in accord with the recomendati on
made by Staff and that there are five votes in
support of order of -- of granting the Order, again,
with the caveat that we have this -- made this
recommendation to the Conpany to table the
application until 2011.

But let the record reflect that the
Order is granted.

Item 8 is Docket 09-0319. The Vill age
of Homer Gl en, St. Joseph and Savoy, and the City of
Champai gn and Urbana as well as the People of the
State of Illinois request oral argument pursuant to
Title 83, Section 200.850 of the Illinois
Adm ni strative Code.

The Conmm ssion is prepared to schedul e
oral argunment for Tuesday, March 23rd at 1:00 p.m at
the Comm ssion's offices in Springfield.

Il's there any discussion?
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(No response.)
CHAI RMAN FLORES: Any objections?
(No response.)
CHAI RMAN FLORES: Heari ng none, the request is
approved and notice will be sent to the parties.
Judge Wal | ace, are there any ot her
matters to come before the Comm ssion, sir?
JUDGE WALLACE: No, sir. Ot her than on the

oral argunment, do you have a list of the issues yet?

CHAI RMAN FLORES: Your Honor, | don't at this
time. VWhat we will do, as is custom our fine
assistants will be forwarding those matters to your

office in a time consistent with nmeeting the notice
requirements.

JUDGE WALLACE: Okay. What we will do, as
normal , is go ahead and send out the notice of oral
argument followed up by the other details then.

CHAI RMAN FLORES: Very well. Thank you.

Very well. That being said, are there
any other matters, Judge?

JUDGE WALLACE: No, sir.

CHAI RMAN FLORES: Ckay. Heari ng none, this
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meeting then stands adj ourned.

you very much.

you soon.

Comm ssSi oner s,

Hope you guys have a great day.

(Wher eupon,

adj our ned.)

t he meeting was

t hank

See
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